Approved For Relelse 2003/10/01 : CIA-RDP79R00890A000800070033-6

REC BRIEVING 16 May 1989

&

v '8 ECONONIC PROKLENS

Sor severs)l months the Chinese Cosmunisis bave beeu in a period
of sconomie stress bdrought oa largely by their own everly
ambitisan prograsas,

A. Peiping has adwitted that its inssperienced plenners will
“inswitably mske nistakes, large and samil.”

R. Obsossion with repid isdustrialisstion has led plammers to
stress heavy iadustry over light industry and sgriculture--
Sovist style. They sre vew suffering ihe consequences.

€. Mo hisgdlf das sdmitted that Chisa's "hackward agricultural
SOSRORY” canaot suppert desired rates of iadustrial growth.

Dasger signs, ignored st first, begas to multiply lste last year,

A. The state’s agrioulitursl procurement program begas to lag.
1. Creps oversstimated through poor statistics.

3. Chinese have sdmitieé wowe peasant withholding of crops.
3. Sevislization of sgriculture~-now virtuslly cosplete--
4. As s vemuli, goverament revenues fell delow plan,

5. Strosg inflaticeary pressures sppesred in 1858,

1. ¥ages went up by average of 131, coasumer goods omly 7,

2. Urten #mbor force grew by 3.3 alllton sgainst & plansed
$90, 050 --thus adding to wage bill without a corresponding
iserease ian production.

Approved For Releas¢ 2003/10/01 : CIA-RDP79R00390A000800070033-6

25X1

25X1




25X1

Approved For Releale 2003/10/01 : CIA-RDP79R00890A900800070033-6

€. Critisal shortsges developed in viial items swch s steel,
powey, coal, cament, lwsber add consuwer goods.

p. Berious traasportation bottlenecks appeared,

11, Thes Chinene us!.nlm sdopted & fairiy realistic program to meet
these shori-rus problems, slthough at sowme cost to ideclogieal
srihodoxny .

A. Fithout sheadoniag the griority Buildwp of heavy iandustry,
the Chinese have indicated that light industry will now get
mevs attestion,

2. In 15857 the mation will be allowed to take a Wresther before
plumging intoc ide Second Five-Yesar Flan (1955-19€6R). (See chart)
1. Nest of the high iadustrial geals for the Flrst Five-Yesr

Pisn (1953-1087) had been reached ia '36.

€. Rapeaditwres in 97 will be cut to conform te lower revenue,

1. The rate of industrial growth is to be sharply reduced
(from E0% in *56 to §.8% in '57), falliag short of that of
agriculturs for the first time,

2. Isvestmsates sre to De bald 10-13% uader 1958, aainly at
the expense of "cultural messures™ {(schools, hospiials,
ets.) and possibly rsilway constructisn.

s, Investasat in railrosds is to be concentrsted on
raising the capacity of exzisting lines,

P. The regims has booated prices on soms consumer goods to
absork inflationary pressures.

5. Controls have been relaned on sbout B3¢ of consumer goods (but
ot on foodstuffs sud cotton eloth) im the hope that eapitalist-
style incentives will stisslate trade, |
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IV. dsother maggisg ditficulty the Chinese facs is the need to repay
pant Bovist credits, which sow total $1.5-2 billien.
4. Wnlesa further Soviet assistanes is fortbeeming, these
repayments will stesdily increase snd ssy soon reech as high
as 10% of 211 Chinese exports to the HSoviei Uniom.

25X

Y. Peapite the diffiexlities which have recently appesred, the
indestrisl oconvmy of Chins grew rapidly ia 1530,
A, Chian is sow producing mere steel, machinery, coal, elpetric
power, food and cettsn than aver belore.
1. It has begus to produce for the first time such items
as moders jet sirerxft, naval vessels and trucks.
8. It has begun, with Soviat assistance, a Iinited astomic
B. Waile the high goals for the upcoming Five Year Plan say de
reduced slightly, we believe the indusiris] sconomy will
sestiave to grow fairly rapidly,
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